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KEY ECONOMIC INDICATORS - SWITZERLAND (a) 


Pet change from 
previous year 
1983 1981 1982 
(Jan-June) 
Income, Production, Employment 
GDP at current prices 184,755 196,000 99,540 
- Private consumption 115,685 121,920 60,355 
- Government consumption 23,880 26,160 13,995 
- Fixed investment 44,560 45,280 21,790 
GDP at 1970 prices 104,115 102,840 
GNP per capita, current prices (SF) 30,172 31,669 
Savings as percent of disposable income 4.6 6.1 
Employment, excl. agriculture (millions) - 84 2.82 - 81 
z 0.4 8 


2 
Unemployment (percent of total workforce) 0. 


Indices 

New Industrial Orders (1975=100) 141 134 136 
Industrial Production (1963=100) 158 152 154 
Retail Sales (previous year=100) 106.2 103.3 102.5 
Real wages per employee (prev. year=100) 99.0 99.8 

Consumer prices (December 82=100) 92.7 98.0 100.7 
Wholesale prices (1963=100) 165.0 169.2 169.4 


Money 
Ad justed Central Bank Money (ACBM) (Avg.) 27,986 28,699 29,030 
Federal Debt 24,677 24,968 

Central Bank discount rate (%) 6.0 4.5 4.0 
Government bond yield (end of period 2) S55 4.83 4,59 


Balance of Payments and Trade 

Gold and foreign exchange reserve (Avg.) 33,409 36, 372 39,327 
Imports (cif) (goods) 60, 094 58, 060 30, 484 
Exports (fob) (goods) 52,822 52,659 25,963 
Balance of trade - J, 242 <- $48 - 6,571 
Imports from U.S. 4,475 4,153 2,667 
Exports to U.S. 4,129 4,095 2,036 
Current account balance 5,430 7,380 1,400 


Main industrial imports from the U.S. in 1982 (SF millions) 
Aircraft and aircraft parts 605 Organic chemicals 
Industrial machinery and Optical, medical, and industrial 

power equipment 743 process and control instruments 281 
Electro technical machinery 302 Precious stones and jewelry 349 
Road vehicle equipment 186 


(a) All figures are in million Swiss Francs except where noted otherwise. Yearly 
average exchange rate was SF 1.96/$U.S. in 1981 and SF 2.03/$U.S. in 1982; monthly 
average exchange rate for June 1983 was SF 2.074/$U.S. 

1983 statistics reflect the following: Cumulative total for Jan-June: income, 
production, import, exports, trade balance, current account; end of June: 
employment, unemployment, consumer and wholesale prices, money statistics, and gold 
and foreign exchange reserves; second quarter: industrial orders and production. 


Sources: Die Volkswirtschaft, Wirtschaftsspiegel, and Schweizerische 
Nationalbank Monat sbericht 
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Swiss Economy: Slowdown and First Signs of Revival 


In 1982 Switzerland's economy succumbed to the slowdown that 
previously had afflicted other European economies. After -real 
Gross Domestic Product (GDP) grew 1.5% in 1981, GDP fell 1.2% in 
1982, the first yearly decline since 1976. Preliminary signs in 
mid-1983, however, suggest the decline is tappering off with 
prospects of improved, but hesitant, performance in the second 
half of the year. Given weak first half results, most forecasts 
predict no real GDP growth in 1983, followed by modest 1.5-2% 
growth in 1984, 


In 1982 Switzerland's economy witnessed a turnaround in several 
important sectors that previously had boosted growth. Fixed 
capital formation dropped 2.8%, in contrast to 2.4% growth in 
1981, as construction investment contracted sharply. Exports, 
a vital element of Switzerland's economy, also fell about 3% in 
real terms following robust growth in 1981 as back orders were 
worked off and fewer new export orders were booked from 
countries experiencing economic and financial difficulties. 
Consumer expenditures declined modestly as household savings 
jumped from 4.6% to 6.1% of disposable income in the face of a 
rapidly deteriorating employment outlook. Productivity 
decreased 0.5% in real terms, following a weak (0.2%, revised 
statistic) advance in 1981. 


Signs of economic revival in 1983 have been few and slow to 
emerge. Leading indicators were mixed in the first quarter of 
the year but registered advances in the second. Industrial 
workers' overtime, building permits, new orders (predominantly 
domestic), and exports have picked up. Coincidental indicators 
confirm initial signs of an upward trend as industrial 
production, retail sales, imports, and order levels have 
increased. Employment, however, has not improved and 
unemployment remains high by Swiss standards. ; 

Swiss GDP contracted 1.4% and 0.7% in the first and second 
quarters, respectively. However, the second quarter represented 
the smallest decline since 1982's second quarter. Consumption 
expenditure provided an unexpected boost in the first quarter 
(particularly auto sales, prior to implementation of more 
rigorous pollution controls), while government expenditure and 
equipment investment picked up in the second quarter. Exports 
may contribute a further boost as volume has climbed in the 
third quarter. 





Retail sales 


Retail sales increased a moderate 3.3% in 1982 (nominal terms) 
after a 6.2% jump in 1981. Foodstuffs, pharmaceutical products, 
and durable household items were leading performers in 1982. 
Sales during the first six months of 1983 registered a 4.4% 
climb on the strength of food, textile, gasoline and heating 
fuel, pharmaceutical products sales, and a first quarter surge 
in automobile purchases. In the 12 month period ending June 
1983 nominal retail sales were 3.7% above the level of the same 
period in 1981/82. 


Agriculture 


After two years of a real decline in retail food and beverage 
sales averaging 3%, real growth of 1.5 to 2% is expected for 
1983. According to a special study by the Union Bank of 
Switzerland, total Swiss retail food sales were estimated to be 
SF26 billion in 1982, with conventional retail food sales 
accounting for SF14.5 billion. Assuming statistics of the 
“Conference of the Swiss Food Industry" (covering twelve of the 
most important food manufacturers’ associations) provide a 
representative picture of recent developments, in 1982 the Swiss 
food industry tended to emphasize exports, particularly for 
canned products and chocolates, while domestic consumption 
stagnated or declined. 


Continuous rainfall during spring and an extremely hot and dry 
summer adversely affected 1983/84 crop year's output of 
roughage, potatoes, sugar beets, apples and pears, and, to a 
lesser extent, rapeseed. Domestic bread grains and wines, 
however, reported significant production. Reduced cattle 
inventory coupled with higher pig inventories caused a 5.1% 
decrease in the production of beef and veal thus far in 1983, 
Increased pork production in combination with poor pork prices 
is continuing to put pressure on the domestic beef markets. 


Effective July 1, 1983, the GOS again agreed to higher prices 
received by farmers by an average of 3.5 to 4%. Price increases 


affected milk, cattle, grains, sugarbeets, rapeseed, and 
tobacco. 
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Foreign Trade: Trade Deficit Widens as Imports Climb 


External trade is one of the principal pillars of Switzerland's 
prosperity, accounting for about 30% of GNP. During the first 
nine months of 1983, imports advanced 5.7% (nominal terms) to 
SF45.2 billion from the corresponding period last year. 

Despite lingering stagnation in many of Switzerland's major 
export markets Swiss exports held at SF38&.7 hillion compared to 
SF38.4 billion in the first nine months of 1982. Export gains 
were registered for chemicals, pharmaceutical products, 
textiles, and certain high technology instruments and equipment. 
Swiss manufacturers of textile machinery, hard hit by the world- 
wide economic slowdown, have found fresh hope after ITMA (the 
international textile machinery exhibition held in Milan, Italy, 
last October) from which they returned with almost full order 
hooks. But other segments of the engineering industry, notably 
machine tools, printing and graphics machinery, and other non- 
electrical equipment are still in the doldrums. 


Switzerland's principal trading partners in Europe were again 
West Germany, France, Italy, and Britain. The United States 
remained the country's chief supplier and principal customer 
overseas. During the first nine months of 1983,Swiss exports 
to the U.S. increased 6.2% while U.S. sales to Switzerland 
jumped 26.5%. The sharp rise in American exports was almost 
exclusively due to civil aircraft deliveries. 


As a result of the rapid rise in imports and virtual stagnation 
of exports, the Swiss trade deficit has deteriorated 47.6% 
compared to the previous year, reaching SF6.4 billion by the 
end of September 1983. 


Current Account: Strengthened 


Switzerland maintained its traditional healthy current account 
surplus in 1982 with a total of SF7.4 billion (up from a SF5.4 
billion surplus in 1981). A narrowing of the trade deficit 
accounted for the bulk of the improvement as imports tapered off 
when the economic slowdown took hold. Thus, even though exports 
stagnated, the trade deficit was only about three-fourths that 
recorded in 1981. Large capital] inflows continued in 1982, 
advancing 0.5% to SF13.7 billion, as investors benefited from 
high foreign interest rates. 
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In 1983, Switzerland's current account surplus should decline. 
The trade deficit is running about 50% higher than last year and 
will be a significant factor in eroding the surplus. Authorized 
capital exports, however, have continued at a high pace, 
suggesting a continued strong net capital account. According to 
Swiss National Bank provisional estimates, the current account 
surplus was SF1.4 billion for the first half of 1983 compared to 
SF2.5 billion during the same period last year. 


Monetary and Fiscal Policies 


The Swiss National Bank (SNB) has announced targets for money 
growth since 1975 in pursuing its policy of domestic price 
stability. When the Swiss Franc was rapidly appreciating in 
1978-79, exchange market stability became the focus of the SNB's 
attention as export industries were concerned about potential 
near-term loss of price competitiveness. The expanding money 
supply emanating from the SNB's exchange market intervention lead 
the SNB to adopt a restrictive monetary growth policy after re- 
turning to its original policy and monetary targeting in late 
1979. 


In 1982, adjusted central bank money (ACBM) grew an average of 
2.6%, just short of the SNB's 3% target. This performance was in 
sharp contrast to 7% and 0.5% contraction in 1980 and 1981, 
respectively, when the SNB had announced 4% targets. 


The SNB's target for ACBM growth again is 3% for 1983. During the 
first two quarters, growth averaged 7.6% and 2.4%, respectively. 
The first quarter's growth reflected the extremely tight monetary 
policy of early 1982. However, a slight relaxation of monetary 
policy later in 1983 in response to the domestic economic slowdown 
and reduced inflation concerns is likely to result in 4% average 
growth in 1983, For next year, there are no apparent reasons why 
the SNB should shift from its typical target range of 3-42, 


Fiscal policy in Switzerland traditionally is of limited 
significance. Confederation (Federal) expenditures constitute 
one-third of total official outlays, with the remainder made by 
cantonal and local governments. 


With the dramatic rise in unemployment during 1983, Parliament 
passed certain "demand support” measures. Coupled with 
supplemental funds from local governments, these measures amount 
to SF1.8 billion, about 0.8% of forecast GNP for 1983. Most of 
these expenditures are acceleration of previously budgeted items 
and do not necessarily suggest larger deficits or a fundamental 
shift in the typical restrictive federal fiscal policy. 





Federal deficits have drawn public criticism and the concern of 
Swiss officials, even though they have been consistently well 
under one percent of Swiss GNP. Repeated increases in budget 
expenditures have been met by greater than anticipated revenues, 
particularly from turnover and withholding taxes, keeping 
deficits below budget. The generally negative attitude toward 
deficit spending and difficulties in raising tax rates should 
help temper any rise in expenditures. 


Inflationary pressures 


Inflation in Switzerland during 1982 continued to be unusually 
high, with consumer prices increasing more than in several 
other industrialized countries. In November 1982, the Swiss 
voters approved by referendum a popular initiative requesting 
the Government to introduce a permanent system of price 
monitoring. The proposed constitutional amendment, which the 
Federal Council must now implement, focuses on “price abuses, 
most particularly by cartels and cartel-like institutions.” 
Given the limiting language of the initiative it is unlikely 
the new system will be as comprehensive as the temporary price 
monitoring system in place during 1973 - 1978 which was 
administered by a Federal agency with authority to require 
price roll backs. Most observers expect little or no effect on 
market forces from the new amendment. 


Inflation as measured by the consumer price index (CPI) averaged 
5.7% during 1982 (compared to 6.5% in 1981), with upward price 
pressure exerted by house rents and foodstuffs. After the CPI 
hovered at 4.8% during the first three months of 1983, the trend 
toward smaller price increases in Switzerland became evident in 
April when inflation first declined to 4.5% and then continued 
to fall, reaching 1.4% in September. Experts forecast an 
average inflation rate of around 3.0% for the year 1983, with 
increases due mainly to heating oii, electricity, and food 
prices. 


Wholesale prices increased 2.5% year-on-year in 1982. Compared 
to the same period last year, the wholesale price index for the 
first six months of 1983 remained stable. Consumer goods 
registered price advances during the first part of 1983, while 
energy and affiliated products provided a dampening influence. 
In 1983 prices of imported wholesale goods have been a major 
contributor to the moderating trend in wholesale prices, showing 
a year-on-year decline of 2.1% and 1.6% in first and second 
quarters, respectively. 





Employment 


The slowdown in Switzerland's economic growth has had a 
noticeable effect on the labor market. Within one year, the 
number of unemployed more than doubled, from 10,840 at the end 
of September 1982 to 24,478 in September 1983. Expressed in 
percent of the active workforce, 0.8% were without work at the 
end of the third quarter this year compared to 0.4% last year. 
Of the total unemployed, 13,784 were men, 10,694 women, and 
8,000 were foreign workers. The highest rate of unemployment 
was registered among white collar workers (4,550) and workers 
in the engineering industry (3,118). As a result of continued 
sluggish demand in domestic and export markets, industrial 
employment is generally expected to fall further in the coming 
months. The only exceptions are the textile machinery, power 
equipment, and watch industries which have shown modest 
recovery. 


Short-time working, which now affects close to 1,000 firms, is 
also expected to continue for some time, particularly in the 
engineering industry. At the end of September 1983, 39,259 
people were on a short work week compared to 39,982 a year ago. 
The Swiss custom of resorting to short time rather than 
unemployment wherever possible is an essential ingredient of 
the consensus system ensuring a high measure of labor peace. 


Trade unions in Switzerland have largely foregone demands for 
real wage increases since their foremost concern has become job 
security and full employment. A new industrial peace agreement, 
signed last summer, will bring Swiss workers a number of modest 
improvements. The current work week of 43 hours will be reduced 
to 41 hours by January 1, 1986 and to 40 hours by January l, 
1988, but with a concomitant wage reduction of 1.22% to 
compensate for shorter hours. Under the new agreement, 
consultations and participation by workers in management 
decisions has been extended to cover such areas as night and 


shift work as well as decisions relating to the introduction of 
short-time working. 
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IMPLICATIONS FOR THE UNITED STATES 


U.S« Sales 


Industry 


Switzerland has the highest per.capita income among 
industrialized countries and, accordingly, offers an attractive 
market for U.S. products. Businesses selecting multilingual 
Switzerland as a test market can draw valuable conclusions with 
respect to consumer preferences in major Western European 
markets, 


Long-term prospects for marketing U.S.-made equipment and 
products remain good, provided the equipment is of high quality 
and possesses unique technology. In view of the current 
strength of the dollar, U.S. exporters will need to emphasize 
non-price aspects of their merchandise and commit themselves to 
a long-range marketing strategy. Swiss buyers insist on quality 
and service from their traditional suppliers in Europe, and they 
expect the same treatment from U.S. firms. Manufacturers and 
exporters who wish to do business in Switzerland and expand 
their sales should remain alert to such factors as offering 
competitive payment terms, suitability or adaptability of their 
products to the Swiss market, distributor support in the form 

of product literature and technical manuals in the languages of 
the country, prompt response to requests for quotations, 
effective aftersales service, and participation in dealer 
promotion and Swiss trade fairs. 


Despite slower economic growth, Swiss industry will continue to 
invest in equipment designed to improve its competitiveness in 
export markets. Recent market studies (available from the 
Commerce Department or U.S. Embassy Bern) have revealed that 
good to excellent sales prospects exist for office automation 
equipment, components and apparatus for automated materials 
handling, industrial controls and robots, alternative energy 
devices, advanced telecommunications equipment, and computer- 
controlled machine tools. Demand for novel types of catering 
equipment and for reasonably priced medical equipment and 
supplies also remains lively. The Swiss market for small 
aircraft, spares, and instruments is good, but the U.S. market 
position has been eroded by competitors, such as the French, 
and requires a renewed effort from American manufacturers and 
suppliers. In order to assist U.S. companies interested in 
exploiting these opportunities in the Swiss market, over the 
next 18 months the U.S. Government plans to mount trade 





promotion events for components and apparatus for automated 
materials handling, industrial controls and robots; educational 
equipment; space technology; laboratory measuring and control 
instruments and special chemicals; security and safety devices; 
medical equipment and supplies; fiber optics; and light aviation 
equipment/components. Dates and details on such events are 
available from any U.S. Department of Commerce District Office, 


Attracted initially to U.S. consumer goods by low prices, Swiss 
department and chain store buyers: now find novelty and styling 
equally important considerations. This applies in particular 
to housewares of every description, various types of sporting 
goods, and a large number of gift items. U.S. home textiles, 
luxury toiletries, sophisticated video games, and men's 
fashionable leisure wear are also popular. 


In the current competitive environment, U.S. manufacturers and 
exporters should maximize the use of advertising, seminars, 
international conferences and trade fairs to gain attention and 
exposure in Switzerland. Trade events are frequently inter- 
national in scope and draw large numbers of participants and 
visitors from well beyond the country's borders. 


Foreign Investment 


Switzerland continues to pursue a liberal policy towards foreign 
investment. Relatively few laws affect the investment climate. 


They are principally concerned with regulating the purchase of 
real estate by foreigners, limiting the number of permits issued 
to foreign workers, and licensing foreign banks by the Federal 
Banking Commission. Local industry welcomes cooperation with 
U.S. firms in the form of licensing and joint ventures. 


U.S. direct investment in Switzerland, with a book value of 13.3 
billion dollars at the end of 1982, accounted for 5.7% of total 
U.S. direct investment abroad and made Switzerland the fourth 
most favored country by U.S. investors. From the Swiss view- 
point, the United States is by far the most important foreign 
direct investor in Switzerland, followed by West Germany, 
Britain and France. Swiss direct investment in the United 
States totaled 4.8 billion dollars at the end of 1982. Trade 
sources suggest that the vigorous expansion of Swiss investments 
in the United States, particularly in the period 1977 to 1979, 
was encouraged by an exchange rate favorable to the Swiss. 





Travel USA 


Tour operators, air carriers, hotels, and other organizations 
servicing Swiss visitors to the United States are finding that a 
softer Swiss franc and a return to traditional low Swiss 
inflation have combined to reduce the United States' “best 
travel bargain" reputation. The number of Swiss travelers is 
expected to stagnate at about 140-150,000 per year. Reports for 
the 1982 summer season indicate that deluxe tours and individual 
arrangements continued to sell well. There has been continued 
healthy demand for Apex-based arrangements. The U.S. tourism 
industry must increase its emphasis on quality and service to 
retain the loyalty of Swiss travelers. This market needs 
continuing attention. If an independent office seems too 
expensive, the U.S. tour operator should consider an agent or 
representative. U.S. tour operators also should take advantage 
of annual events organized by the U.S. Embassy in Switzerland 
and the "Visit USA” Committee such as the USA Group Exhibit at 
the Swiss Travel Trade Workshop (November) or the “Visit USA” 
seminars conducted for counter-level sales personnel (January). 


Agriculture 


Switzerland's high standard of living and a large influx of 
tourists offer great potential for expanding sales of high value 
consumer foodstuffs. Swiss imports of U.S. agricultural 
commodities have increased gradually from $235 million in 1979 
to $250 million in 1982. 


Market promotion activities will be geared primarily towards 
expanded sales of raisins, almonds, prunes, fruit juices, fresh 
pink grapefruit, and other processed fruits and vegetables, with 
continued promotion of high quality beef and wine. Bulk 
commodities, i.e., wheat, corn, rice, and soybeans will be 
promoted through U.S. market servicing activities. 


% U.S. GOVERNMENT PRINTING OBFICE: 1984-421-007:593 
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Confused about Export The Export Adminstration Regulatone, 
8 = s y ee tee ms rules control- 
Licensing Requirements‘ eee ee 
requirements: 


When is an export license necessary? 
When is it not necessary? 
How do | obtain an export license? 
What policies are followed in consider- 
ing license applications? 
How do | know when the policies 
change? 

e Are there restrictions on exports to cer- 
tain countries? 

e Are restrictive trade practices and boy- 
cotts prohibited? 

e Do! need a license to ship technical 
data? 

e Where can | obtain help? 


At no additional cost, subscribers receive 
supplementary Export Administration Bul- 
letins which explain recent policy changes 
and provide replacement pages to keep 
your set of regulations up-to-date. 


Use the order blank below to begin your sub- 
scription to the Export Administration Reg- 
ulations. 


SUBSCRIPTION RATES 


In the United States $ 95.00 
To foreign countries 


All Bulletins sent first class to both 


foreign and domestic addresses. Air- 
mail service not available. 


ORDER FORM To: 


Superintendent of Documents, U.S. Government Printing Office, Washington, D.C. 20402 


fl Credit Card Orders Only 
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CO) money order, or charge to my Total charges $_______ Fill in the boxes below. 
Deposit Account No. 
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Expiration Date 
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Please send me set(s) ot the U.S. Department of Commerce Export Administration Regulations For Office Use Only 
and supplementary Export Administration Bulletins for the publication period beginning October 1. 1983 


Quantity Charges 
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